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Abstract This study intends to discuss the influence on behaviors of won/dollar exchange rate after a FTA
between Korea and US come into effect. The change of behaviors of won/dollar exchange rate has been looked
into concerning other countries who have signed a FTA pact with the US, and these examples were compared
with that of Korea so as to find similarities and differences. As a result of analyses, behaviors of exchange
rate between FTA-pact countries were showed differently. Volatility and risk premium somewhat decreased after
the FTA took effect except for Chile. As for Chile, showing intense volatility, foreign exchange risk premium
rather increased. It can be concluded that the relationship between volatility and risk premium of individual
exchange rate is established and FTA can influence change of these behaviors of exchange rate depending on
the situation of individual country. This study will contribute to offer informations to Korea trading companies
related to IT that will have to prepare for the uncertainties of change of exchange rate due to FTA between
Korea and US.

Key Words : FTA(Free Trade Agreement), Volatility, Foreign Exchange Risk Premium
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